The business perspective
Background
In addition to the individual Health Insurance Marketplace (HIM) established by the Affordable Care Act (ACA), the law established Marketplaces to assist small businesses in providing health insurance to employees. The Small-Business Health Options Program (SHOP) exchanges (or Marketplaces as they are now called) are designed to offer small businesses a web-based portal to compare insurance offerings on price, coverage, and quality. Businesses can decide how much to contribute to employee premiums and the Marketplaces handle premium collection and other administrative functions. SHOP Marketplaces are initially open to employers with fewer than 50 full-time employees but may be expanded to employers with as many as 100 employees by 2016.
SHOP Marketplaces are initially focused on small businesses given their overall lower rates of coverage and the more limited options they face in terms of covering employee health care needs. Large businesses typically have the option to self-insure or pay for all health care costs out of company revenues while contracting with third parties to handle the administrative tasks related to providing health care. Small businesses, by contrast, typically must purchase policies from a third-party carrier and are at significant disadvantage in terms of the cost of insurance per employee compared to large businesses.
To encourage small businesses to begin or continue offering health insurance to employees, tax credits worth up to 35% (in some cases up to 50%) of the cost of insurance premiums were made available to companies with fewer than 50 full-time employees. Starting in 2014, those tax credits are only available for businesses purchasing employee coverage via SHOP Marketplaces.
In collaboration with the Iowa Department of Public Health and the Interagency Workgroup on Health Care Reform, we conducted a survey of businesses to assess the potential for the SHOP Marketplace to meet the needs of Iowa businesses in obtaining health insurance for employees. We were particularly interested in understanding the level of assistance that businesses might seek as potential SHOP participants and how they might prefer to obtain assistance. We further sought to assess how important employee choice was to potential SHOP participants. Employee choice would allow businesses to choose a specific contribution level in the Marketplace while allowing employees the choice of a range of plans rather than a single plan. Such administrative complexity and potential adverse selection issues for third-party carriers make employee choice burdensome for individual small employers. For 2014, SHOP Marketplaces operated by the Federal government will not offer employee choice. As this feature was considered a key selling point for SHOP Marketplaces, understanding Iowa business sentiments regarding this option provides important input for future SHOP plans.
Methods
We used a convenience sample of potential business participants in the SHOP marketplace to field our online survey. We polled this sample of individual Iowa businesses in late spring/summer 2013. Our sample of individual businesses included members of the Iowa Association of Business and Industry, Professional Developers of Iowa, Iowa Chamber Alliance, Federation of Iowa Insurers, and the National Federation of Independent Businesses. Each organization made the online survey available to its individual members.
The business survey had 42 questions with several sections devoted exclusively to businesses that currently provide health insurance coverage to employees (full survey available in Appendix B). Goals of the survey included gauging current employer-sponsored insurance offerings, assessing businesses knowledge and support for the ACA in general and specific features of the ACA, and understanding business comfort level and preferences in using an online marketplace to potentially provide employee health insurance.
We received 60 responses from businesses completing the online survey. Just over 2/3 of the businesses responding to the survey had 50 or more employees. Health care (45%) and professional/business services were the industries (20%) most frequently listed by survey respondents. Overall, employers describe their workforces as in good health. Only 9% reported workforces that were in fair or poor health on average. The average age of employees in the businesses responding to the survey was concentrated in the range between 35 to 55 years (80%) with an additional 19% of businesses reporting an average age between 25-35 years.
In describing further results of the survey, we pinpoint differences between SHOP-eligible businesses with fewer than 50 employees and larger employers with 50 or more employees that would not be eligible for SHOP marketplaces in 2014.
Results

Employee Insurance Coverage
The overwhelming majority of businesses (94%) responding to the survey offered at least some coverage to employees. Of the businesses offering coverage, 38% were self-insured with the remaining businesses purchasing coverage from a third-party carrier. An often mentioned concern with respect to adverse selection within the SHOP exchanges is the possibility that small businesses with relatively healthy workforces would consider becoming self-insured, thus leaving the SHOP Marketplace with less healthy, and more costly participants. We asked companies currently purchasing from third-party carriers about their plans regarding self-insurance. Less than 10% of these businesses were considering becoming self-insured.
For companies that purchased policies from a third-party carrier we asked who helped them choose their coverage and whether they used an insurance agent or broker to purchase coverage. Insurance agents/brokers were providing assistance to 59% of the survey respondents. Human resources personnel were cited as providing assistance for 28% of businesses. Insurance agents/brokers were also involved with policy purchases for 77% of the companies purchasing through a third-party vendor. These results highlight the tradeoffs SHOP exchanges face in considering the role of agents/brokers, a group traditionally heavily involved in the small group insurance markets.
Insurance Coverage Details
Figure 1 documents the extent of health insurance coverage for businesses currently offering coverage. Small businesses were slightly more likely to cover all employees (24%) compared to larger businesses (14%). Large employers, by contrast, were more likely to offer coverage to full-time and some part-time employers compared to small employers. Both groups were equally likely to offer coverage to full-time employees only. , Preferred Provider Organization (PPO) plans are the most popular health plans offered and smaller employers are slightly more likely to offer HMO plans. Unlike the results from Lind's study, smaller employers responding to our survey were almost equally as likely as large employers to offer Health Savings Accounts (HSAs). In the Iowa Employer Benefits Study results, smaller employers were much more likely to offer HSA plans compared to large employers. To better understand the potential for the SHOP marketplace to offer value to small businesses, we asked a series of questions designed to measure how satisfied businesses are with the insurance that they currently offer (if any). We also sought to develop a picture of business responses to the increasing cost of employee health insurance in recent years and planned responses in upcoming years.
Large employers were more likely to feel that that current coverage was meeting the needs of employees than small employers although one in 10 large employers only thought the coverage was fair (Figure 3) . Small employers were considerably more likely to rank the issue of noncovered costs as very serious or not serious at all for employees ( Figure 4 ). SHOP Marketplaces may be able to improve the depth of insurance plan offerings to small employers, particularly companies that may have experienced large swings in premiums when a single employee develops a severe illness. Large companies occupied the center of the spectrum with 64% citing covered costs as a somewhat serious or serious problem. Costs of employee health insurance coverage were an issue for virtually all survey participants. Large businesses were slightly more likely to be very concerned with the cost of coverage compared to small businesses. Half of large businesses and 41% of small businesses expected costs to increase a lot as a result of the ACA (Figure 6 ). A further 24% of small businesses expected costs to increase at least a little due to the ACA. Less than 20% of large or small businesses were expecting the ACA to lower costs or to have no impact on costs. Large businesses were much more likely to implement non-cost sharing options in response to increases in health care costs. Regarding future plans, Figure 8 relays the results of asking businesses how they were considering adjusting to potential health care cost increases in the next two years. Increasing employee cost sharing was again the most often cited approach to managing cost increases. Overall, the planned changes over the next 2 years were of smaller magnitude than changes over the previous 2 years, suggesting businesses were anticipating more muted increases in health care costs or had already made some of the necessary changes to manage health care costs.
Follow-up questions to the companies that had reported planned changes to insurance plans over the next 2 years indicated more evidence of increased cost sharing and a move toward high-deductible insurance plans for almost 40% of the businesses planning changes. Almost 1 in 5 companies currently purchasing policies from a third-party carrier changed carriers in the previous 2 years or are considering changing carriers in the next 2 years. SHOP Marketplaces may increase the opportunity for small businesses to change insurance providers based on cost and/or quality compared to the current small group market in Iowa. 
Businesses Not Offering Coverage
For companies that did not currently offer health insurance coverage, we asked a series of questions to determine the reasons for not offering coverage and whether ACA policies might shift their likelihood of offering coverage in the future. Cost was cited most often as the reason for not offering coverage. Businesses cited flexible work schedules and other fringe benefits as benefits offered in lieu of health insurance.
Despite not currently offering coverage, a majority felt that offering coverage was important for employee recruitment and retention. While most businesses did not feel the marketplaces would increase the likelihood of their company would begin offering employee health insurance in the future, a clear majority felt that marketplaces would increase the likelihood other companies would begin offering employee health insurance. A similar contradiction emerges in evaluating the impact of tax credits available for small businesses purchasing employee health insurance. Businesses did not feel the policy would change their likelihood of offering coverage but did feel that other companies would take advantage of the policy.
Such contradictions suggest that preconceived notions or inherent skepticism about the ACA may be a significant hurdle for designers of SHOP Marketplaces to overcome. The next section further gauges business knowledge and sentiment toward the ACA generally and toward specific ACA provisions.
ACA Related Questions
We asked all businesses questions regarding their awareness, knowledge, and attitude toward the ACA. All businesses reported hearing some or a lot about the ACA while 86% of large businesses and 78% of small businesses reported knowing a lot or some things about the ACA.
Subsequent questions dug deeper into knowledge of specific components of the ACA and a contrast emerges between large and small businesses ( Figure  9 ). Large businesses were generally more knowledgeable about all the listed components of the ACA than small businesses. Small businesses were much less likely than large businesses to know about available tax credits and the creation of marketplaces despite being the target of these ACA components. Attitude toward ACA components featured a similar contrast by business size. With the exception of the individual mandate, a majority of large businesses supported all the component pieces of the ACA, even the large employer mandate that penalizes companies that do not provide affordable health insurance coverage to full-time employees. Our results suggest small businesses are much more skeptical with regard to the ACA. Even the tax credit policy barely exceeds 50% support among small businesses. 
Health Benefits Marketplace
All businesses answered questions about potentially using the marketplace for obtaining employee health insurance. Of the SHOP-eligible businesses, 1/3 reported that they were planning to use or were considering using the marketplace for employee health insurance. When asked who would handle marketplace transactions, 80% cited company employees (human resources, company owner, or other company personnel), while the remaining 20% cited insurance agents/brokers.
Comfort levels with using an online system to purchase employee coverage vary by business size. Overall, more than 40% of businesses were "a little" or "not at all" comfortable using an online system to purchase employee health insurance. Small companies, however, reported being "very comfortable" or "somewhat comfortable" at twice the rate of large companies (34% to 16%) albeit at levels that suggest a substantial learning curve for all Marketplace participants.
In parallel with results from a survey of Iowa consumers, significant numbers of businesses feel they will need help in making decisions and navigating the marketplace (61% of large businesses, 56% of small businesses). Clear preferences for one-on-one assistance or live-person phone assistance emerge from business respondents as well. 
Marketplace Choices
We asked businesses to consider the number of health insurance plan choices available to them within the Marketplace. Only 25% indicated a preference for as many choices as possible. Nearly 60% preferred a moderate number of choices. Further corroborating the "more is not always better" sentiment among businesses, 61% preferred the Marketplace website guide them to a smaller number of insurance plan options using a series of targeted questions.
As previously discussed, employee choice was delayed as an option in SHOP Marketplaces run by the Federal government. Our results suggest employee choice is a significant opportunity for SHOP Marketplaces to add value. Over 90% of survey respondents indicated that employee choice was "important" or "very important" to them. Support for employee choice was equally high among large companies and small, SHOP-eligible companies. Figure 12 highlights the important factors for businesses considering plans via the Marketplace. In terms of relative importance, large and small businesses put similar emphasis on factors related to insurance plans. Compared to small businesses, large businesses clearly assign more importance in general to factors relating to insurance plan choice. In contrast to the Iowa consumer survey results that indicated individuals would focus on costs of coverage, businesses expected that understanding covered services and benefits would be the area employees would need the most help after plan purchases. More than 50% of small and large businesses cited information about covered services above networks, premiums, and out-of-pocket costs as the most important post-purchase need for employees.
Small businesses were much less likely than large businesses to report confidence in a broad range of sources of health insurance plan information (Figure 13 ). In particular, large businesses were highly confident in their HR personnel (82%) compared to small businesses (38%). No source of information gained a 50% confidence rating among small businesses, suggesting that outreach will be a challenge for SHOP administrators/marketers. 
Introducing the Marketplace to Iowans
There have been many questioning the use of the word "exchange" to describe the online health insurance marketplace. 
Conclusions
This survey of Iowa businesses provides a snapshot of the likely challenges and opportunities facing SHOP Marketplaces. SHOP-eligible small businesses are less knowledgeable and more skeptical about the ACA in general and even skeptical about parts of the ACA that are designed to assist small businesses provide employee health insurance (exchanges, tax credits).
Insurance agents/brokers play a key role in assisting small businesses make decisions and purchase health insurance -77% of small businesses report having an agent/broker involved in purchasing policies. Insurance agents/brokers are also the most trusted source of information regarding Marketplaces for small businesses. SHOP policies regarding insurance agents/brokers will likely be a significant factor in participation rates.
Businesses are not comfortable making decisions and purchasing coverage using an online system. Only 40% of businesses were somewhat or very comfortable with an online system. Nearly 60% felt they would need assistance and one-on-one help or live-person phone help was preferred by the vast majority of survey participants. Considering these trends, SHOP designers may need to encourage insurance agents/brokers to be the source of help many businesses need given their level of trust in that community and close involvement in insurance decisions.
Small businesses preferred a moderate number of choices and a guided system to merely a list of available insurance plan choices. Finally, employee choice is overwhelmingly supported by businesses, large and small. This feature may be the clearest opportunity for SHOP Marketplaces to gain a foothold with eligible businesses.
In summary:
SHOP-eligible Small Businesses:
• Report being less knowledgeable about specific ACA provisions compared to large businesses • Support for ACA provisions is much lower, even provisions unambiguously positive for them (tax credits) • Insurance agents/brokers most highly trusted information source and involved with 77% of plan purchases • Prefer moderate number of choices/guided online system
General Findings:
• Strong support for a moderate number of insurance plan choices and a guided system based on a series of targeted questions • Very strong support for employee choice as part of the Marketplace • Low levels of comfort with using an online system to purchase health insurance for employees • Most businesses indicate they would want help when making Marketplace decisions • One-on-One is the most preferred source of help
Appendix B
Health Benefits Exchange Business Survey 2013-05-17 Final Draft
The health care reform law, called the Affordable Care Act, was signed into law by President Obama in 2010 and will be starting later this year. This includes an option for people to buy private health insurance through an internet Health Insurance "Exchange" (also known as a "Marketplace") that is run jointly by the state of Iowa and the federal government.
There will also be an online health insurance "Marketplace" for small businesses that have less than 50 employees. The Small Business Health Options Program (SHOP) allows businesses to make health insurance available to their employees and get a 35% tax credit for the first two years. Businesses will be able to choose the level of coverage they offer and decide how much they will pay toward employees' coverage. Businesses with 50 or more full-time or full-time equivalent employees must offer affordable coverage to full-time employees and their dependents or be subject to penalties.
In both the individual and small business "Marketplace" people will be able to compare the cost and level of coverage of available health insurance options and know that the plan(s) they choose meets state and federal standards.
This survey asks questions about what you know about the Affordable Care Act, and the types of information your company might need if you were to buy employee insurance through the "Marketplace". This information will be used by the state of Iowa to help improve how the "Marketplace" is set up and how people are informed about it. The following questions ask about your company's consideration and comfort level with using an online "Marketplace" to shop for and buy employee insurance policies
21. To what extent has your company considered using the "Marketplace" to buy health insurance for your employees beginning in 2014 (enrollment scheduled to begin in October 2013)? 01  Planning to use the "Marketplace"
02
 Considering or will consider using the "Marketplace"
03
 Have not considered and will not be using the "Marketplace"
04
 Have considered but will not be using the "Marketplace" 
